TAI WAH GARMENTS MANUFACTURING BERHAD (CO. NO. 9089-W)

NOTES TO THE QUARTERLY RESULTS – 31 JANUARY 2002

1. Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computations as compared with the most recent annual financial statement.  The accounting policies comply with the applicable approved accounting standards in Malaysia.

2. Exceptional Items

There was no exceptional item in the quarterly financial statement under review.

3. Extraordinary Items

There was no extraordinary item in the quarterly financial statement under review.

4. Taxation

Inland Revenue Board refunded RM 1.08 million to the Company in respect of Years of Assessment of 1989 to 1995.

5. Profit on sale of investments and/or properties

There was no sale of investments and properties for the financial period ended 31 January 2002.  Therefore, no profits were recorded for this purpose.

6. Quoted Securities

There was no purchase or disposal of quoted securities for the financial period ended 31 January 2002.

7. Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period ended 31 January 2002 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing.

8. Status of Corporate Proposal

There is no change in status of the corporate proposal as reported in the last quarterly report.

9. There have been no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 31 January 2002.

10. Group Borrowings

Total Group Borrowings as at 31 January 2002 are as follows:

Short Term Bank Borrowings
	
	RM (‘000)



	Secured:


	

	Bank Overdrafts & Trade Facilities


	51,840


11. Contingent Liabilities

There is no material contingent liability for the Group as at 24 March 2002.

12. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at 24 March 2002, the latest practicable date that is not earlier than 7 days from the date of this report.

13. Material Litigation

There is no new material litigation against the Group during the financial quarter ended 31 March 2002.

The material litigation of the Group as at 24 March 2002 (the latest practicable date which is not earlier than 7 days from the date of this report) relate to the prior years’ pending litigation of a finance company and a stock-broking company claiming against the Company and a subsidiary for an amount of RM 43.9 million and RM 18.13 million respectively.

Both the finance and stock-broking companies have voted for the Debt Reconstruction Proposal presented to them in the formal Court convened Creditors Meeting.

14.
Segmental Reporting

	RM(‘000)
	Turnover
	Profit/(Loss) Before Taxation
	Assets Employed

	Investment holding

Malaysia
	-
	49,982
	  22,815

	Manufacturing

Malaysia
	160,876
	 6,786
	  68,275

	Total
	160,876
	56,768


	91,090


15. Financial Results Comparison for the Quarter

The major variance in the profit before taxation between the current and preceding quarter is attributable to the improved operating result of TWGI in the current quarter. TWGI has implemented cost cutting measures such as salary reduction, reduced over-time and transport charges.

16. Review of the Performance of the Company and its Principal Subsidiaries

The Group recorded a turnover of RM 160.8 million and profit before taxation of RM 56.8 million respectively for the three quarters of the current financial year.  The wholly owned subsidiary, TWGI contributed to the turnover registered.  The Group’s operating profit before finance cost, depreciation and exceptional item has improved substantially from RM 1.3 million of the corresponding period of the preceding year to the current result of RM 10.3 million.  In the preceding year, TWGI was unable to accept orders because trade financing facilities were not in place to avoid late delivery penalty. With the reduced turnover and fixed indirect costs, TWGI operational performance was badly affected. However, with the RM 30.0 million trade financing facilities that was put in place in February 2001, the operational performance was normalised in the first quarter of financial year 2002, i.e. from May 2002 onwards.

17.  Subsequent material events

There are no material events as at 24 March 2002 that have not been reflected in this quarterly report ended 31 January 2002.

18. Seasonal or Cyclical Factors

The garments operations achieved a turnover of RM 39.6 million for the current quarter.  There were no unusual factors affecting the operations during the quarter.
19. Current Year Prospects

The Company is focused on completing the Proposed Restructuring Exercise that has been approved by all the authorities.  The group would only return to profitability upon the completion of the Proposed Restructuring Exercise.

20. Variance of Actual Profit and Forecast Profit

There is no profit forecast for the period concerned.

21. Dividend

The Board of Directors does not recommend any dividend for the financial period ended 31 January 2002.
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